frequency, new hospitals, research laboratories, and office spaces are, to quote
an official of one major university, "obsolete before construction is complete."
Unprecedented rates of new business formation, corporate mergers and
consolidations, and growth in the information-based sectors of the U.S. economy
of the 1970s and 1980s have forced much of the functional obsolescence.
Committee members familiar with both commercial real estate management and
government facilities utilization note that 3 to 5 year intervals now are typical
for virtually complete changes in office-space utilization. As a result, many
large institutions are choosing modular partition and furniture systems for their
major facilities in order to make it easier to reorganize space to fit the
reorganized company or agency. Other institutions have invested additional
funds as part of the design and construction of new facilities in order to make
provisions for later expansion and changes in patterns of use (see box).

SAVING MONEY BY DELAYING OBSOLESCENCE

One traditional approach to avoiding obsolescence is to build excess unfinished space in

new structures. Finishing is completed when the space is needed for current activities.
; At Iowa State University the Pearson building was constructed in 1962, with no provision.
: for a basement. A basement was added in 1980, The Agronomy Addition, constructed
: in 1984, included an unfinished basement shell that was then finished 2 years later. The
. cost to construct space under the Pearson building was estimated to be about 20 percent

more than if it had been built along with the rest of the building.   This 20 percent

premium was a cost of obsolescence.

The initial investment required to construct an unfinished shell below grade, based on
the Agronomy Addition experience, would have been approximately 25 percent of normal
fully finished costs for the basement. That is to say, an additional investment made at
initial construction of one-quarter of the cost for a fully finished basement would have
made the overall construction easier (i.e., constructing the shell space and later finishing
it, versus construction of new space under a finished building) and avoided the 20
percent premium.

In retrospect, the savings the university might have achieved from constructing "shell
space" under the Pearson building> in anticipation of a need as much as 18 years later,
would have yielded a greater than 8 percent annual rate of return on the investment
(allowing for increases in construction costs). Avoiding disruption of ongoing operations
and earlier use of the space are additional savings that such action yields. The
construction of "shell space" is one strategy for delaying or avoiding obsolescence.

Source; Information provided by the Iowa State University Office of Facilities Planning
and Management,

Economic factors have tended to match these functional changes. Facilities
leases are written for shorter periods of time and, in the case of commercial
office space, commonly are renegotiated every 5 years. Rapidly growing
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